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Sir, 


Your Standing Committee on Public Accounts has the honour to present its Report and commends 
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PREAMBLE 


The Standing Committee on Public Accounts held hearings on the Auditor 
General’s report on Ontario Realty Corporation’s real estate and accommodation 
services on March 29, 2007. The Committee endorsed the Auditor General’s 
findings and recommendations on this topic as reported in the 2006 Annual 
Report (s. 3.10). 


This Committee report provides an overview of relevant sections from the 
Auditor General’s report and the hearings, together with references to the 
Corporation’s 2007 status report. The Committee has prepared recommendations 
based on its observations and conclusions. 
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The Committee appreciated receiving the Ministry’s 2007 status report, entitled 
Summary Status Table in Response to the Report of the Auditor General of 
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1. BACKGROUND 


The Ontario Realty Corporation (ORC/the Corporation) provides real-estate, 
property- and project-management services to most provincial ministries and 
agencies. The real-estate portfolio includes more than 38,000 hectares (95,000 
acres) of land and 6,000 buildings comprising more than 4.6 million square 
metres (50 million square feet) of space. Land holdings include acreage, 
residential, farms, and commercial buildings; and rentals generated annual 
revenues of about $28 million. 


Eighty-one percent of the portfolio is owned by the government of Ontario, and 
the remainder is leased. The real-estate portfolio contains two broad categories of 
holdings; namely, buildings used by ministries and/or agencies, and other lands 
(e.g., greenbelts, land banks, and farms). 
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The annual corporate revenues are approximately $600 million, which cover 
various costs including leases, property taxes, repairs and maintenance, and 
utilities. In addition, ORC receives Ministry funding. 


1.1. ORC Accountability and Service Delivery 


The Corporation reports to the Minister of Public Infrastructure Renewal. It 
operates four regional offices and three area offices, and in fiscal year 2005/06 
employed approximately 300 staff. The majority of the assets are managed for the 
Ministry, which as the owner, provides direction, funding, and approvals 
regarding assets. 


The ORC provides client ministries and agencies with the following services: 


- development of policies, strategies, and implementation plans to maximize the 
use of existing real-estate portfolios; 


« sales and acquisitions of land and buildings; 
* property leasing as needed to augment the inventory of owned space; 


* property management, including day-to-day maintenance and repair of owned 
and leased facilities; and 


¢ project management of large capital projects. 


1.2. Audit Objective’ 


The audit objective was to assess whether the Ontario Realty Corporation had in 
place adequate systems and procedures to ensure that: 


- real-estate assets are acquired, managed, and disposed of with due regard for 
economy and the public interest; 


* government accommodation requirements are met in a cost-effective manner; 
and 


¢ the Corporation’s performance is adequately measured and reported to allow 
for meaningful assessment of its activities and achievements. 


The scope of the audit excluded the project management of large capital projects, 
which were covered in 2003 as part of a courts services audit. The Corporation’s 
internal audit group had recently audited this area. 


1.3. Overview of Audit Findings 


The Auditor General provided an overview of the audit observations and 
conclusions, as follows: 


« Recent ORC Improvements — improvements were made to enhance systems 
and procedures over leasing, property sales and acquisitions, and the hiring 
and monitoring of building management service providers. 


- In Progress Initiatives — the ORC with the Ministry of Public Infrastructure 
Renewal, and client ministries and agencies is working to ensure that: 


all managed space 1s being efficiently used; 


properties are being maintained through appropriate investments in 
building life-cycle repair and maintenance; and 


its management information systems provide relevant and reliable 
information for decision-makers. 


- Management/Rationalization of the Real-estate Portfolio — the Auditor agreed 
with the Ministry that several factors had inhibited the effective management 
and rationalization of the province’s real estate portfolio (e.g., managing 
surplus and underutilized property). The Auditor noted that the Corporation 
also needed to improve information systems and establish strategic plans for 
identifying properties that could be rationalized and sold. 


- Related Matters — the Auditor identified a series of related matters; namely, 
recording and tracking the recovery of outstanding funds; the resale of 
property by new owners; assessing the cost-effectiveness of leases; assurance 
that existing space is used in an efficient manner; best practices and high 
standards for property management; estimate of deferred maintenance costs; 
extensive errors in the real-estate database; performance measures and role for 
comprehensive and reliable indicators to assess management; benefits of the 
internal audit function; and the need to address project-management practices 
for large capital projects. 


1.4. Commitment to Action 


The ORC committed to act on the Auditor’s recommendations that were 
operational in nature and to continue to advise the Ministry of Public 
Infrastructure Renewal on all aspects of policy options and implementation, with 
respect to those recommendations requiring policy approval. 


Committee Hearings 
ORC Initiatives (2006-07) 


The Corporation provided supplementary information on recent initiatives to 
address the Auditor’s recommendations on the property inventory, property 
strategies, sales planning for surplus properties, the role of performance 
indicators, and data action plans: 


- Property Inventory - progress towards inventorying the provincial government 
real estate assets with a geographical information system (GIS) providing 
mapping which is used in decision-making on surplus properties; 


« Property Strategies - created a development group with the capacity and the 
capability to build and implement strategies for key properties; 
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- Sales Plan for Surplus Properties - developed a multi-year sales plan related to 
significant surplus properties. The Corporation’s 2005-06 Annual Report sets 
out performance measures and targets, accompanied by a report card; 


- Performance Indicators - the development of key performance indicators in 
2006-07 to further measure performance primarily at the operational level to 
permit benchmarking against public jurisdictions and the private sector; with 
implementation plans in the next fiscal year; and 


- Data Action Plans - resourced a data integrity and quality department, and 
established action plans to address problems in 2007-08 with future 
maintenance. 


Committee Conclusion 


Based on its consideration of the 2006 audit report, the 2007 status report, and the 
results of the hearings, the Committee has concluded that: 


The Ontario Realty Corporation has made progress in addressing the 
Auditor’s concerns and recommendations in the 2006 Annual Report 
through the implementation of processes and procedures. Details on 
actions taken to date were provided during the hearings and in the 
appended status report. Outstanding initiatives pertaining to 
recommendations No. 4, 5 and 7 have been identified for follow-up by the 
Standing Committee on Public Accounts (s. 7). 


1.5. Response to Committee Recommendations 


The Committee requests that the Ontario Realty Corporation report to the 
Standing Committee on Public Accounts within 120 days of the date of tabling of 
this report. In the event that the Committee concludes that an alternative 
timeframe is warranted, it will be indicated in the recommendation. 


List of Committee Recommendations 


1. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the implementation and administration of the 
improved property disposition process. The report should address the 
Ministry/ORC relationship, providing an overview of the marketing 
success achieved to date, and identifying major challenges in the 
disposition process. 


2. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the disposition process for properties with 
potential community or broader public sector significance. In 
particular, the Committee requires clarification on key priorities; 
namely, the action taken by the Corporation to ensure best land use 
from a community perspective; and maximization of proceeds from a 
disposition. 


3. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the impact of the introduction of new controls 
over property transactions; specifically, internal audit monitoring of 
sales, and the introduction of safeguards to prevent higher re-sales in 
the public sector. Furthermore, ORC should report on the feasibility 
of a participation clause or joint ventures to address significant 
potential for future value enhancements to ensure full value to the 
government. 


4. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the development and sharing of a 
comprehensive inventory of all government-owned and -controlled 
real estate, based on information provided by all ministries and 
agencies with such holdings. The report should include a timetable for 
the implementation of the completed inventory system. 


5. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the following initiatives: 


- ORC’s plans to forward the “M” Lease Review (Leases to 3 
parties of surplus government space) with their analysis and 
recommendations to PIR by the end of fiscal 2007/2008 to help 
develop a policy for leasing to not-for-profit community groups so 
that appropriate government direction can be provided; 


- the development of a new set of processes and protocols for the 
administration and management of contracts across the 
Corporation, which will enable the ORC to determine where and 
how performance metrics (i.e., Key Performance Indicators) may 
be incorporated into service provider operating and maintenance 
(O&M) contracts (targeted implementation date is the start of 
2008/2009); 


- the orientation and training program for existing and new service 
providers, as a prerequisite to conducting business with the ORC 
(targeted implementation date is early fiscal 2008/2009); and 


« ORC Internal Audit’s data quality audit (during fiscal 2007/2008). 


The Committee requests that a response to this recommendation be 
provided to the Committee Clerk by December 31, 2007 indicating the 
current status only of these undertakings, acknowledging that the 
Auditor General will be conducting a follow-up audit on this topic, 
and reporting in the 2008 Annual Report. 


OBSERVATIONS AND CONCLUSIONS” 


2. ORC MANAGEMENT FRAMEWORK 


The Corporation operates within a prescribed management framework, adhering 
to defined parameters. The provincial Real Property and Accommodations 
Directive provides a framework for acquiring, managing, and disposing of real 
property and accommodations effectively and efficiently. The Directive provides 
that the Corporation is designated as the mandatory fee-for-service real-estate 
organization for most ministries and certain agencies, and it requires that value for 
money be achieved (e.g., adherence to competitive procedures and achieving 
maximum returns). 
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Clients are required to submit annual accommodation plans to ORC, and the 
Corporation assists clients in identifying potentially surplus properties as part of 
its annual portfolio-planning and asset-review process. ORC prepares annual sales 
plans for surplus or underutilized properties. 


Committee Hearings 
Ministry - ORC Relationship 


The Committee enquired about the relationship between PIR and ORC.‘ The 
accountability framework was developed in 2000, with an MOU as a key 
instrument defining the roles and relationships.” The MOU has been revised over 
the past year, and this document frames the overall set of accountabilities 
including ORC’s terms of reference for each of the board committees, job 
descriptions and across governance practices generally.° 


The Minister provides policy direction to the ORC, and the Corporation functions 
with operational independence.’ As noted, this relationship is guided by the 
Agency Establishment and Accountability Directive which defines the ministerial 
relationships with all agencies.* Whereas the ORC has a real estate role, the PIR’s 
mandate entails stakeholder intervention and public consultation, for example.’ 
The Committee acknowledged the significance of the way in which PIR and ORC 
have assumed complementary roles in a process that accounts for the broader 
public interest.'° 


Performance is evaluated annually and performance improvement goals are 
established and published in the annual report. The most recent internal audit 
rated corporate governance practices as satisfactory. !' 


ORC's Reorganization — Accountability Framework 


The ORC has undergone a significant change in recent years with the move to the 
Ministry of Public Infrastructure Renewal.'* The new focus has reinforced the 
Corporation’s role in client service and asset management; established greater 
liaison and a higher level of service to clients, the PIR and other ministries; and in 
providing advice to PIR." 


The accountability relationship is defined by the Minister reporting to the 
Legislature with input from the Deputy Minister, in conjunction with reporting by 
the ORC’s Chair of the Board, the CEO, and senior VPs.'4 


The Ministry indicated that the accountability mechanisms have established the 
framework for improved ORC performance. The governance instruments include 
an updated MOU, and a new realty services management agreement that outlines 
day-to-day responsibilities between the Corporation and the Ministry.'” At the 
time of the hearings the ORC was finalizing occupancy agreements with 

DIES Es to address service level expectations and obligations on a site-by-site 
basis. 


The Corporation’s annual reports are now current and the Auditor General 
commended the role of the ORC’s internal audit function.’ An internal audit 
group reports to a Board of Directors subcommittee (an audit committee) 
providing governance and oversight. '® 


3. REVIEW BY THE MINISTRY OF PUBLIC INFRASTRUCTURE RENEWAL 


3.1. Real-property Management Issues 


In 2005, the Ministry identified significant barriers in the government’s real- 
property management system. The concerns related to such matters as: a 
proportion of the portfolio being surplus and underutilized; no formal plans for/or 
assessments of many of the province’s surplus and underutilized properties; the 
lack of clarity on the responsibility for strategic decisions, and in the province’s 
interests in negotiations; absence of a centralized, comprehensive understanding 
of the province’s overall real-estate holdings; few incentives for clients to 
optimize their use of real estate; and properties being sold “as is” without 
examining all opportunities to enhance the value and the proceeds. 


The Auditor identified a series of related concerns, as follows: 


- Marketing Challenges — over the past decade provincial governments have 
instructed the ORC to sell properties. The sales constituted those properties 
that were the easiest to market, and did not include those assets with difficult 
marketing conditions (e.g., the need to relocate existing government tenants 
and soil contamination). Over a given seven year period, ORC sold only 140 
properties from a portfolio of 330. 


- Systems/Procedures for Identifying Properties — the Auditor reported that the 
ORC could improve its systems and procedures for the identification of 
properties to be sold or rationalized through an improved property information 
system with strategic plans for future uses of individual properties — 
identifying properties that should be targeted for sale and/or deemed to be 
underutilized. 


- Absence of Comprehensive Property Profiles - when strategic plans were 
prepared for certain properties, they were not always followed. The process 
lacked clarity with respect to the timetable for the implementation of plans, 
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and the current status of properties. To identify properties being considered 
for rationalization or sale required that information be compiled from several 
sources (e.g., ORC’s annual sales and rationalization plans, and external 
reports). 


Strategic Management Initiatives (2006) 


Initiatives were taken in January 2006 to improve the strategic management of 
real estate as follows: 


- anew framework to guide decisions on acquiring, using, improving, 
redeploying, and disposing of properties; 


* examination of complex and more valuable government properties to 
determine optimum use (redevelopment and/or sale to maximize proceeds); 


* review and improvement of the business practices of ORC and its clients to 
ensure real-estate strategies and transactions support government policies 
(e.g., process by which property is declared surplus); 


« plans for an inventory of all government-owned and -controlled real estate 
(e.g., comprehensive files with strategic, and accessible information on the 
portfolio); and 


¢ amended government reviews and approvals of ORC’s annual rationalization 
and sales plans (e.g., improved analysis supporting decision-making and the 
ORC’s ability to execute transactions). 


A more streamlined procedure for obtaining Order-in-Council (OIC) approvals 
for future property sales was introduced. The Ministry has assumed the 
responsibility for the rationalization and potential sale of major properties, with 
ORC still having an active role in the property sale. 


The Auditor recommended that the Ontario Realty Corporation should establish 
timetables for implementing any changes necessary to its operations to support 
recent government initiatives aimed at improving the strategic management and 
rationalization of real-estate assets, including developing plans for the future uses 
and dispositions of individual properties and implementing those plans. 


Status Report 2007 


ORC has focused on asset management and investments through the following 
Pe PEA | 
Initiatives: 


- implementation of an Asset Management Framework for classifying real 
estate assets as either core or non-core for management purposes, and 
providing funding for core assets over the long term. The Framework 
establishes that all non-core assets not required for government purposes may 
be sold; 


« anew OIC process was introduced to assist in selling non-core assets by 
providing a sunset timeframe on each OIC of 15 months, which is updated 
each year by anew Annual Year Sales Plan; and 


« the Corporation establishes annual workplans with timelines for business unit 
areas. ORC, in conjunction with PIR and client ministries, ensures that 
government initiatives are addressed and supported in the Corporation’s 
workplans. 


The Corporation pointed out that many of the 330 properties are “‘in-use” for 
delivery of government programs and were not sold because it was determined 
that the business cases for many of these assets were not sound. 


Committee Hearings 
Strategy for Property Disposition — Ministry’s Role 


The Committee enquired about the Ministry’s involvement with ORC property 
management in the future, and specifically PIR’s role in the rationalization and 
potential sale of major properties earmarked for sale through ORC.’ The 
Ministry’s role has been to develop the policy framework to help facilitate ORC’s 
work.”' The Ministry indicated that the government is facilitating the process, 
taking into account stakeholders and providing assurance that the public interest 
has not been compromised.” 


The Ministry focused on policy issues and addressed obstacles with respect to 
moving them from surplus or alternate public use status, accounting for the 
municipal context.’ When the policy framework has been established the 
properties move to the ORC sales plan.”* Therefore, the Ministry’s role in part is 
to facilitate inter-ministerial co-operation in the property disposition, with ORC 
continuing to play an active role.” 


Strategy for Surplus Properties 


The Ministry and ORC are currently in the process of disposing of 11 properties 
identified by ORC as being strategic, needing investigation in terms of highest 
and best use, and possible future public use.*° A strategy had been developed in 
2005 for the management of such surplus properties.”’ The policy direction was 
developed by the Ministry of Public Infrastructure Renewal with the Ontario 
Realty Corp. identifying the strategic properties to be considered for disposal.”® 
This was based on defined principles: the public interest could not be 
compromised and it had to be done in a value for money context.’ The 11 
properties required significant lead times before marketing, with possible multi- 
stakeholder issues.*’ Policy changes were needed to facilitate the ORC’s work 
acting as the agent for the province in preparing real estate for divestment, and 
working with various stakeholders in a partnership. 


ORC’s Role 

An approved property plan is required before the Ontario Realty Corp. takes 
action through its multi-year sales plan, for the development of a property. This 
entails the determination of highest and best use, planning requirements such as 
zoning and related considerations such as community needs, for example.” 
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The objective is to establish an efficient process, taking into account the resources 
available at ORC. According to ORC, the Ministry’s involvement in defining 
policy is seen to pave the way for future large, complex properties using the new 
template.*” 


New Approach to Portfolio Management 


The Committee noted that ORC managed 330 properties, but sold only 140.*° The 
properties represented a mixed group, which contributed to the sales results, with 
some properties having no market interest.** ORC described the initial property 
disposition process as follows: 


We created a basket of these 330 properties that 
was really a grab bag of a whole bunch of 
different things. I have to tell you, at the ttme— 
again, this is going back in the past—there 
wasn’t as much thought put into what was 
included in that basket of properties and the 
strategic approach . . . talked about earlier 
around the portfolio. We’re moving in a 
different direction now, and it’s how we came 
up with this even much smaller subset.” 


Progress was hampered by various considerations: some properties were still in 
use, for example, delivering government programs, so disposal was not an option; 
and other properties suggested for sale had environmental liabilities. Based on the 
business case to assess disposal, the costs of remediation far exceeded the 
revenues available.°° 


It was decided to go back and reassess the portfolio from different perspectives.>’ 
Starting with a larger group, the task was to assess environmental issues and 
saleability, and the current market environment.*® Strategically, the timing of a 
sale is important, taking into account other events that could have an impact on 
the value of a property.°’ According to the Ministry, priority properties have been 


identified for attention, as follows:*° 


- the properties are owned by the Ministry and ORC acts as an agent on their 
behalf, without a transfer of title; 


* properties were identified by ORC in terms of the opportunities representing 
greater value, and surplus properties in the inventory that offered some 
opportunities other than disposition; 


* certain properties were in-use properties whose programs would be changing 
in the future and therefore represented an Opportunity; and 


* some properties may have policy implications in any decision to deem them as 
surplus, with “‘greater government good” considerations.*! 


Therefore, ORC is far more selective about what is placed into the multi-year 
sales plan.*? There have been improvements in the use of resources, for example, 
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the costs to prepare properties for market, which was the case with the initial list 
of 330 properties.** 


Committee Recommendation 


Enhanced Property Disposition Strategy 


The Committee enquired about the longer term methodology for property 
disposition, and the Ministry’s involvement with ORC.“ It is not the Ministry’s 
intention to strictly monitor every disposition, but to provide “a higher-level 
policy clearance,” before ORC proceeds.*” Furthermore, the enhanced disposition 
process is to include heritage protection protocols, environmental assessment, the 
class EA process and the sale of surplus properties to the broader public sector.”° 


The Committee therefore recommends that: 


1. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the implementation and administration of the 
improved property disposition process. The report should address the 
Ministry/ORC relationship, providing an overview of the marketing 
success achieved to date, and identifying major challenges in the 
disposition process. 


The Committee requests that a written response to this 
recommendation be provided to the Committee Clerk within 120 days 
of the date of tabling this report in the Legislature. 


Committee Hearings (cont’d) 
Municipalities as Clients - Community Impact 


In the discussion about the disposition of provincial properties, the Committee 
drew attention to municipalities as clients. Of concern is the importance of 
addressing the “community” in the disposition of ORC properties, demonstrating 
an appreciation for local needs.*” 


As noted, the province revisited its policy on surplus properties and disposition in 
2005. The first principle was to ensure that the public interest be represented, not 
focusing strictly on the bottom-line.*® The Corporation indicated that it has plans 
to provide the Ministry with information to help in policy development for leasing 
to not-for-profit community groups. A property plan would be required in the 
development process which entails standard planning requirements, taking into 
account community needs.” 


ORC made reference in another instance to a decision to use a property for an 
environmental management education forum.°” In discussions on the future of the 
Rideau Regional Centre and other municipal properties, the ORC indicated that it 
is prepared to work with municipalities to decide how best to use assets in support 
of community interests.”! 





Committee Recommendation 


Community Test for ORC Dispositions 

The Committee noted that there are numerous positions to be reconciled in the 
disposition of properties, which include financial and environmental 
considerations, for example. In addition, community needs are an important part 
of the equation or “test for disposal” of provincial properties. With municipalities 
as clients it is understood that a sale may not necessarily meet the “highest and 
best use” test.” The Corporation indicated that there are a number of 
municipalities that it will be working with on such matters, and that it will discuss 
how best to use provincial assets in support of local needs and the broader 
community.” 2 


The Committee therefore recommends that: 


2. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the disposition process for properties with 
potential community or broader public sector significance. In 
particular, the Committee requires clarification on key priorities; 
namely, the action taken by the Corporation to ensure best land use 
from a community perspective; and maximization of proceeds from a 
disposition. 


The Committee requests that a written response to this 
recommendation be provided to the Committee Clerk within 120 days 
of the date of tabling this report in the Legislature. 


4. CONTROLS OVER PROPERTY SALES AND ACQUISITION 


The Auditor reported that controls over property sales and acquisitions were 
generally satisfactory. These include appraisals using a qualified external 
valuation process; adherence to the appraisal report on pricing; competitive 
practices in public sales; and the use of an Order-in-Council to pre-authorize 
property sales by the Corporation. 


4.1. Controls over Appraisers 


The Auditor noted that a 2004 internal audit report identified the need for stronger 
controls over the use of appraisers, and over the selection practices for brokers 
and environmental consultants. Although there had been improvements, the audit 
report noted examples where controls needed to be strengthened. 


The Auditor recommended that in order to help ensure that amounts Owing from 
property sales are properly accounted for and obtained, and to help ensure 
ongoing monitoring for effectiveness of its sales procedures, the Ontario Realty 
Corporation should: 
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- establish controls to ensure that receivables are recorded and tracked for any 
potential recoveries from conditions of property sales; and 


- track and identify any resale of properties sold for significantly higher 
amounts shortly after their sale and investigate how such situations could have 
occurred. 


In addition, the Corporation should consider the feasibility of requiring safeguards 
in its sales agreements that would permit it to share in any large profits from 
subsequent sales of properties. 


Status Report 2007 


ORC internal audit now monitors sales through an electronic monitoring system 
that detects changes in title on property sales by ORC for a period of one year. 
The following initiatives have been taken: 


- safeguards in sales agreements to prevent higher re-sales are applied to 
properties sold to municipalities and other government bodies (not used on the 
open market); and 


- inthe event of significant potential for future value enhancement, other means 
to ensure full value to the government (e.g., a participation clause or entering 
into joint ventures) will be analysed and pursued where appropriate.” 


Committee Hearings 
Monitoring and Market Considerations 


A tracking system was introduced to monitor activity on property ownership over 
a 12 month period.”° This will provide a guide for ORC’s future activity related to 
sales and acquisition policies, ensuring that appraisals are current.°° ORC is 
moving to rezone properties, possibly working with municipalities, thereby 
benefiting from higher prices due to the zoning changes.°’ Also, consideration has 
been given to applying a risk-return model to assist in decision-making related to 
market conditions, potential return, and the risk of undergoing rezoning, for 
example.*® The challenge is in taking a strategic approach on when to dispose of 
properties, with the objective of achieving the ultimate return and indeed higher 
value. 


Restrictive Covenants on Sales 


ORC incorporates provisions in a disposition to protect against a purchaser 
reselling (or flipping) a property depending on the purchaser, as follows: 


- Profit Participation Clause — an anti-flip provision provides that within a 
specified period of time (usually five to 20 years) if a purchaser is reselling 
the property, the government has the option of either repurchasing the 
property or recouping any profit (selling price in excess of the government’s 
sale price); and 


- Restrictive Covenant on Land Use - in certain cases where property is 
conveyed for a specific purpose and use, ORC will look into placing a 
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restrictive covenant on title to prevent future change of use without ORC 
approval.” 


If the objective is a direct sale to a municipality for a public purpose, then the 
Corporation would sell the real estate at market, based on the appraised value, . 
with the current zoning.°' There is a risk that the municipality could then rezone it 
for other uses (e.g., institutional) or increase the value by rezoning from 
institutional to residential.°* Given that ORC would not have exposed the 
property to the marketplace and the price is based on appraisal, protections such 
as anti-flipping would be available.° 


Private Sector Sales 


According to ORC, in the private sector or an open market sale it is not typical to 
place restrictive covenants in a RFP.°“* ORC explained the potential negative 
consequences in an open market: 


If we’re [ORC] putting a property on the open 
market, the reason we don’t typically use those 
provisions—and there are always exceptions 
that we might consider—is because that’s not 
the way the market typically operates. When 
any other vendor puts a property on the open 
market and invites bids from multiple parties, 
they typically don’t put those types of 
restrictions on it because they will tend to 
reduce the amount that you could expect in 
terms of a sale price. Because we’re trying to 
maximize the return for the public, we typically 
don’t put those kinds of restrictions, because 
they will tend to depress the price that we would 
receive in the market.°° 


Committee Recommendation 


Property Re-Sales and Value Enhancements 


The Committee focused on ORC property re-sales resulting in substantially higher 
profits shortly after a sale, and the use of safeguards in the sales agreements to 
allow for the sharing of such profits resulting from a subsequent transaction. As 
indicated, steps have been taken to monitor sales for a period of one year and to 
address higher re-sales (e.g., safeguards in sales agreements for properties sold to 
municipalities and other government bodies) but not in the private sector. 


In cases where there may be significant potential for future value enhancement, 
ORC indicated that consideration was being given to other means to ensure full 
value to the government. A participation clause or joint venture option will be 
analysed and pursued.° 
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The Committee therefore recommends that: 


3. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the impact of the introduction of new controls 
over property transactions; specifically, internal audit monitoring of 
sales, and the introduction of safeguards to prevent higher re-sales in 
the public sector. Furthermore, ORC should report on the feasibility 
of a participation clause or joint ventures to address significant 
potential for future value enhancements to ensure full value to the 
government. 


The Committee requests that a written response to this 
recommendation be provided to the Committee Clerk within 120 days 
of the date of tabling this report in the Legislature. 


5. LEASING 


5.1. Lease Administration for Government-occupied and -owned 
Space 


In 2004 ORC’s internal auditors reported on a backlog of expired government 
leases (151 of 876 leases) with private-sector landlords, with ministries and 
agencies continuing to occupy the space. The Auditor expressed the view that 
failure to renew leases in a timely manner could have a negative impact, for 
example, the disruption of program delivery due to the necessity to vacate 
premises and paying rent over market value. The Auditor noted that ORC 
addressed the backlog and has taken steps to prevent a recurrence. However, the 
Auditor notes that the lease for Old City Hall in Toronto has been in overhold or 
expired since 1999 and its clients are paying at least $3.3 million in excess rent 
each year to the City of Toronto. 


Non-Ontario-government Tenants 


The Corporation administers approximately 250 leases for non-Ontario- 
government tenants in government buildings (e.g., tenants from non-profit 
organizations). Approximately 100 of these leases were in overhold and about 60 
were paying only a nominal rent ($1 a month). ORC would require Ministry 
direction to reconsider the 1994 policy permitting non-market leases, if the intent 
is to address lost revenues. 


The Auditor recommended that to help ensure that leases negotiated by the 
Ontario Realty Corporation, both for government-occupied space and for 
government-owned space leased to others, reflect the best rates, the Corporation 
should resolve in a timely manner all remaining leases in overhold; and obtain the 
necessary policy direction from the Ministry of Public Infrastructure Renewal to 
allow it to negotiate appropriate rents—at market rates where possible—for non- 
Ontario-government tenants in government buildings. 


Pee 


Status Report 2007 


The ORC had reduced the number of outstanding leases for space leased from 
third parties by December 2005. The Corporation has committed to work towards 
eliminating overholds in the lease portfolio. By March 31, 2007 the number of 
leases of 3 party owned space to accommodate government services in overhold 
status had been reduced to four leases, representing approximately one tenth of 
1% of the total leased portfolio. These leases were in the process of being 
finalized at that time. 


Committee Hearings 
Lease Administration 


The Committee enquired about the benefits of relocating ministries to one 
location, the consolidation of rental space to increase efficiency, and establishing 
lease rates for ministries.°’ Specific reference was made to the City of Toronto’s 
rental space at Old City Hall. At issue was whether the province was paying more 
than a fair market rate for space at this facility.°* ORC explained that the rent 
should be viewed in light of certain factors, namely:°” 


- there is no market in the area comparable to the Old City Hall with its 70 
courtrooms, and provincial requirements are temporarily being met at this 
location; 


- the Old City Hall is an interim measure for court services in downtown 
Toronto; 


- the Ministry of the Attorney General is working on a longer-term plan with a 
consultant. The report on the requirements across Toronto over 25 years does 
not deal with alternate facilities in downtown Toronto in the near term; and 


* over a five- to seven-year time frame the alternative to the Old City Hall will 
begin development, with a solution in a 10-year period to the courtrooms at 
Old City Hall.” 


ORC explained that the cost to the province to relocate from the Old City Hall 
facilities would be approximately $20 million. According to ORC, the lease rate is 
based on factors such as cost to move and set up new courtrooms in downtown 
Toronto.’' To execute a move of that magnitude is expensive when the time frame 
for an exit plan would be in the order of seven to eight years. ORC concluded that 
payback on the investment in such a move is not evident, and that the current rate 
is fairly accurate.” 


6. REAL-ESTATE INFORMATION SYSTEMS 


Computerized information systems are used to manage the real-estate portfolio 
and financial transactions. The major systems, RealSuite and Geographical 
Information System, are used as follows: RealSuite tracks leases, space, and 
facilities management for all ORC properties; and Geographical Information 
System (GIS) provides geographic views of the Corporation’s properties and 
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portfolio (e.g., legal and mapping information about properties) and can integrate 
information from other sources (e.g., RealSuite, the land registry system, and 
ministry databases). 


Outstanding issues include the following: 


« Data Quality — as noted, RealSuite assists in decision-making on 
accommodation needs and for tracking the use of properties. Data quality has 
been a problem; for example, errors with respect to the current status (e.g., 
occupied/vacant and ownership) of properties in the database. This issue was 
also reported by the Corporation’s internal auditors in a 2005 report. 


« Incomplete Inventory of Real Estate - some ministries and government 
agencies (e.g., ministries of Transportation and Natural Resources, and GO 
Transit) do not use ORC services. This results in no comprehensive inventory 
of government-owned and-controlled real estate to assist in the overall 
management (e.g., asset information and decision-making on the portfolio). 
ORC has attempted to obtain a more complete listing of real-estate assets 
using several sources (e.g., GIS linked to RealSuite, and the land registry 
system). 


The Auditor proposed that a more complete inventory is dependent on 
cooperation and information sharing by all ministries and agencies with the 
Corporation. The objective is to have one comprehensive system for government 
decision-making. 


The Auditor recommended that in order to ensure the Ontario Realty Corporation 
is capable of providing reliable and complete information on the province’s real- 
estate holdings and activities, and to support strategic decision-making on real- 
estate and accommodation decisions, the Corporation should: 


* investigate the causes of data integrity errors on its RealSuite information 
system and implement quality control procedures to correct existing errors, 
and prevent and detect any recurrence in future; and 


¢ continue its efforts to secure the co-operation of other ministries and agencies 
with real-estate holdings to permit the development and sharing of a complete 
inventory of all government-owned and -controlled real estate. 


Status Report 2007 


The ORC has strengthened the data quality initiative to enhance information on 
assets in the portfolio through a strategy to address data issues: 


- the data quality team focuses on improving and tracking the data integrity of 
the organization; 


* aproject was initiated to develop a complete inventory of government-owned 
and-controlled assets; 


- continuing efforts are made to secure co-operation from ministries and 
agencies through Account Teams; 
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- the data change/update function was centralized to implement quality control 
measures; 


+ a Data Quality Action Plan was developed in support of a key corporate . 
objective for 2007/2008 and the Data Governance Structure has been revised; 
and 


* anew website on Data Quality (Information Excellence) has been launched to 
promote staff awareness in support of the data quality campaign. 


Committee Hearings 
Inventory of Assets 


The Committee enquired about the ongoing initiatives to have a complete picture 
of properties owned and managed by the province.’? ORC has made progress in 
developing and building an IT solution, training and educating people on data 
collection and search verification, combined with GIS mapping of all properties. 
Furthermore, a data quality coordinator has been hired. 


The system is operational with training completed for all ministries. 
Approximately 9,300 properties are in the system, over and above the 4,500 PIR- 
owned properties. ’> ORC plans to include real estate holdings owned by agencies, 
boards and commissions, and the broader public sector in the future. 

Specifically, ORC is working with ministries with assets in the following areas - 
transportation, natural resources, environment, municipal affairs and agriculture. 


Data Integrity and Reliability 


ORC is dedicating resources to data management to address data integrity 
concerns.’’ Resources have been provided to renew the focus on data quality and 
embed best practices through the operating units.’® Resources for inputting correct 
information were at issue, rather than the technology.” 


The GIS system is used as a data quality tool to assist in mapping properties and 
linking to multiple data sets to improve quality (e.g., verifying properties, and 
ownership).°” GIS will be used to overarch all systems providing information such 
as floor plates, the tenants and the rent.*! RealSuite manages operations such as 
facility management transactions and GIS displays this information in a very 
human-friendly way.*” 


ORC has centralized the data quality review process with staff Overseeing all 
transactions, and ensuring that documentation such as addresses is accurate.*? For 
example, ORC reviewed 126 records within RealSuite and made corrections, 
reviewed 306 sold land records indicating them as inactive in RealSuite, photos 
have been added to the system, and 158 buildings were marked as inactive and 
retired within GIS.*4 


An employee awareness program addresses the importance of data quality, and a 
new governance structure helps people understand their responsibilities, 
promoting accountability. 
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Committee Recommendation 


Property Inventory — Provincial-owned and -controlled Real Estate 


Resources have been dedicated to enhance the overall integrity of data in support 
of reliable and complete information on the province’s real-estate holdings and 
activities. However, there is the outstanding need to develop and share a 
comprehensive inventory of all government-owned and -controlled real estate. 


The Committee therefore recommends that: 


4. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the development and sharing of a 
comprehensive inventory of all government-owned and -controlled 
real estate, based on information provided by all ministries and 
agencies with such holdings. The report should include a timetable for 
the implementation of the completed inventory system. 


The Committee requests that a written response to this 
recommendation be provided to the Committee Clerk within 120 days 
of the date of tabling this report in the Legislature. 


7. 2007 STATUS REPORT - OUTSTANDING UNDERTAKINGS 


As noted in ORC’s April 2007 status report (Summary Status Table in Response 
to the Report of the Auditor General of Ontario, Ontario Realty Corporation — 
Real Estate and Accommodation Services (Section 3.10) Ministry of Public 
Infrastructure Renewal), the majority of the commitments relating to the 
Auditor’s recommendations have been addressed. The “‘outstanding undertakings’ 
indicated in the status report pertain to recommendations No. 4, 5 and 7. 


’ 


Committee Recommendation 


The Committee noted the outstanding commitments with respect to lease 
administration for government-occupied and — owned space, buildings and land 
management, and real estate information systems, and concluded that follow-up 
would be beneficial taking into account the longer timeframes for these initiatives. 
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The Committee therefore recommends that: 


5. The Ontario Realty Corporation report to the Standing Committee 
on Public Accounts on the following initiatives: 


- ORC’s plans to forward the “M” Lease Review (Leases to oye 
parties of surplus government space) with their analysis and 
recommendations to PIR by the end of fiscal 2007/2008 to help 
develop a policy for leasing to not-for-profit community groups so 
that appropriate government direction can be provided; 


- the development of a new set of processes and protocols for the 
administration and management of contracts across the 
Corporation, which will enable the ORC to determine where and 
how performance metrics (i.e., Key Performance Indicators) may 
be incorporated into service provider operating and maintenance 
(O&M) contracts (targeted implementation date is the start of 
2008/2009); 


- the orientation and training program for existing and new service 
providers, as a prerequisite to conducting business with the ORC 
(targeted implementation date is early fiscal 2008/2009); and 


* ORC Internal Audit’s data quality audit (during fiscal 2007/2008). 


The Committee requests that a response to this recommendation be 
provided to the Committee Clerk by December 31, 2007 indicating the 
current Status only of these undertakings, acknowledging that the 
Auditor General will be conducting a follow-up audit on this topic, 
and reporting in the 2008 Annual Report. 
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: ep sa Engagement a réaliser 
Recommandation du vérificateur | Engagement réalisé avec BCHeAncier 


Recommandation 9 La Société a mis en ceuvre un nouveau processus d’approvisionnement | La Société a donné suite aux 


pour l’exeécution des projets de réparation et de transformation afin recommandations du vérificateur général. 
d’éliminer le recours a des entrepreneurs offrant un prix unitaire. Ces 
projets sont dorénavant attribués conformément aux procédures 
d’approvisionnement établies, au moyen d’une liste de fournisseurs 
officielle et d’un processus de sélection en régime de concurrence 
suivant lequel tous les fournisseurs figurant sur la liste officielle sont 
invités a soumissionner pour chaque projet. 


Etant donné les preoccupations que nous 
avons soulevees en 2003 et celles que les 
verificateurs internes de la Société ont 
formulées en 2005 au sujet du recours a des 
entrepreneurs offrant un prix unitaire, prati- 
que qui va al’encontre des procédures 
établies en matiére d’approvisionnement et 
de sélection concurrentielle des 
entrepreneurs pour les grands projets de 
construction, la Société doit effectuer un 
examen approfondi de son recours aux 
entrepreneurs offrant un prix unitaire et du 
cadre stratégique qui autorise cette pratique, 
pour s’assurer que le processus 


d'approvisionnement concurrentiel n’est pas 
contourné. 





Recommandation du vérificateur 


Recommandation 8 


La Société doit établir et declarer des 
indicateurs de rendement detaillés et fiables 
qui permettraient aux législateurs, aux clients 
et au public d’évaluer correctement son 
efficacité a gérer le portefeuille immobilier de 
la province, a repondre aux besoins en 
locaux et a atteindre les objectifs connexes 
de maniére économique et efficiente. Dans la 
mesure du possible, le rendement de la 
Société devrait étre compare a celui 
d’organismes analogues de gestion 
immobiliére des secteurs public et prive. 





Engagement realise 


téléchargés dans le systeme RealSuite. De plus, 306 enregistrements 
de biens fonciers vendus ont été désignés inactifs dans RealSuite et 
retires du SIG. Plus de 500 photos ont été nommées comme il se doit et 
téléchargées dans RealSuite et dans le Systeme d'information 
géographique (SIG). Plus de cent-cinquante (158) immeubles inactifs 
(loués et possédés) ont été retirés du SIG et 28 terrains utilisés par le 
programme du MTO ont été cartographiés dans le SIG (titres transferés 
au Ministére). Un outil de comparaison des données a été élabore pour 
pouvoir repérer les écarts de données entre les systemes et y remedier. 


Un plan d’action concernant la qualité des données a été élaboré a 
l'appui d’un objectif clé de la Société pour 2007-2008, et la structure de 
gouvernance actuelle des données a été révisee de fagon que la 
direction et le personnel de la SIO aient la responsabilité de mieux geérer 
l'information et d’en rendre compte. 


Un nouveau site Web axé sur la qualité des données (excellence de 
l'information) a été lancé afin de mieux sensibiliser le personnel et de 
fournir des outils et de l'information a |’appui de l’'accent mis par 
organisation sur la qualité des données. 


La SIO souscrit a cette recommandation. Les rapports annuels complets | La Société a donne suite aux 

de la SIO pour 2004-2005 et 2005-2006 contiennent des informations recommandations du vérificateur général. 
sur le rendement plus précises que les rapports annuels precedents. Ils 

comprennent des mesures du rendement par rapport a des objectifs 

généraux préétablis, présentées sous forme de « bilan ». 


A compter de 2006-2007, des indicateurs de rendement additionnels 
pour le portefeuille, particulierement les niveaux de satisfaction de la 
clientéle, sont fournis dans des rapports trimestriels aux intervenants. 
Les objectifs de la Société pour 2006-2007 comprenaient I’élaboration 
d’indicateurs améliorés de rendement par rapport a d’autres organismes 
de gestion immobiliére des secteurs privé et public. Ces indicateurs ont 
été établis et, au besoin, feront l’objet d’une comparaison avec des 
organismes du secteur privé comme BOMA (Building Owners and 
Managers Association), CoreNet et IFMA (International Facilities 
Management Association), ainsi qu’avec des organismes du secteur 
public comme Travaux publics et Services gouvernementaux Canada, la 


Société immobiliére du Quebec et GSA (General Services 
Administration, Etats-Unis). 
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Recommandation du vérificateur avec Schoancier 


Engagement réalisé 
de dollars en 2005-2006. 








reparations préventives et des travaux de 
preservation, la Société doit s’employer avec. 
ses clients et le ministére du Renouvellement 
de l'infrastructure publique a établir des 
niveaux de financement stables et appropriés 
pour l’entretien des immeubles appartenant a 
la province. 








Le cadre de gestion des biens (essentiels et non essentiels) traite 
"entretien différé comme l'un des critéres d’évaluation de la valeur 
Stratégique a long terme de chaque bien. Tant la SIO que ses 
fournisseurs de services ont commencé a préparer un plus grand 
nombre de rapports sur |’état des immeubles pour faciliter 
'€tablissement d’un indice de |’état des installations qui est ensuite 
assigne au bien. L’indice aide la SIO a définir annuellement la strategie 


d'investissement en immobilisations. 








La SIO collabore chaque année avec le Ministére et les autres 
ministéres pour établir les niveaux de financement appropries. Comme 
la Société effectue un examen permanent de tous les autres biens qui 
composent le portefeuille, elle continuera de mettre l'accent sur les 
investissements stratégiques dans I’entretien différé des biens 
essentiels a long terme les plus pertinents pour assurer l’intégrité du 
portefeuille immobilier de la province. 











Recommandation 7 La Société souscrit 4 la recommandation. La SIO a renforcé son 


initiative concernant la qualité des données pour ameéliorer l'information 
sur les biens qui composent le portefeuille. Cet effort a eté entrepris et 
une stratégie est en place pour régler les problemes de données, en 
commengant par les principaux immeubles du portefeuille. 


Le service de vérification interne de la SIO 
effectuera une vérification de la qualité des 
données au cours de |’exercice 2007-2008. 





Pour pouvoir fournir des renseignements fia- 
bles et complets sur les biens immobiliers et 
les activités connexes de la province, et 
appuyer les décisions stratégiques dans ce 
domaine, la Société doit: 

faire enquéte sur les causes des erreurs 
d’intéegrité des données de son systeme 
RealSuite et mettre en ceuvre des 
procédures de contréle de la qualité pour 
corriger les erreurs existantes, détecter les 
problemes émergents et empécher la 
situation de se reproduire a l'avenir: 
poursuivre ses efforts pour obtenir la 
collaboration d'autres ministéres et 
organismes possédant des avoirs immobiliers 
afin de permettre I’établissement et la mise 
€n commun d'un inventaire complet des 
biens immobiliers possédés et contrélés par 
le gouvernement. 


Une é€quipe responsable de la qualité des données a été mise sur pied 
pour améliorer l’intégrité des données de organisation et en assurer le 
Suivi. Par ailleurs, un projet est en cours pour établir un inventaire 
complet des biens possédés et contrélés par le gouvernement. 


La SIO poursuit en outre ses efforts afin d’obtenir la collaboration des 
ministéres et organismes, en général et pour ce projet particulier, par 
l'entremise de ses nouvelles €quipes de chargés de comptes, lesquelles 
ont grandement amélioré les communications avec les ministéres. 


La fonction de modification/mise a jour des données a été centralisée 
afin d'instaurer des mesures de contréle de la qualité, d’effectuer une 
analyse par arbre des causes, de corriger les erreurs et d’empécher 

qu’elles se reproduisent a l'avenir. 





Jusqu’a maintenant, 126 fichiers de données ont été passés en revue et 








Recommandation du vérificateur 


les pratiques de gestion immobiliére dans 
toutes les régions et encourager |’adoption 
uniforme des pratiques exemplaires. 


Recommandation 6 


Pour assurer un entretien adéquat des 
immeubles appartenant a la province 
conformément a |’établissement des coUuts du 
cycle de vie pour les reparations et pour 


Engagement réalisé 


La SIO a examiné comment ces pratiques de surveillance améliorées 
peuvent étre appliquées de fagon Economique aux petits fournisseurs. 
Le 1“ avril 2006, les petits contrats sont devenus assujettis au 
processus formel d’évaluation des entrepreneurs de la Societe. En 
assurant une surveillance continue pouvant mener a la resiliation du 
contrat pour cause de mauvais rendement, le nouveau processus 


devrait inciter les fournisseurs de services a offrir un rendement 
satisfaisant. 


La SIO convient qu’il devrait y avoir un niveau de financement stable 
et approprié pour l’entretien des immeubles appartenant a la province 
et continuera de collaborer avec le Ministére et les ministeres 
locataires pour recommander le niveau de financement optimal. 
Compte tenu des besoins en entretien différé identifies par la SIO, le 
Ministére a fourni des fonds additionnels, passant d’une moyenne de 


Engagement a réaliser 

avec échéancier 
Suivra une analyse des écarts qui permettra 
ala SIO de définir en quoi elle doit 
améliorer, rationaliser et renforcer ses 
processus et la formation du personnel. 
Cette information sera étoffée avec les 
pratiques exemplaires de l'industrie et 
regroupée de manieére a constituer un 
nouvel ensemble de processus et de 
protocoles pour l’administration et la gestion 
des contrats a |’échelle de l’organisation. La 
SIO pourra ainsi déterminer ou et comment 
elle peut integrer des mesures du 
rendement (c.-a-d. les indicateurs de 
rendement clés) dans les contrats de 
fonctionnement et d’entretien. La date de 
mise en ceuvre cible de tous ces travaux est 
le début de |’exercice 2008-2009. 


Une autre initiative consiste a « aligner les 
fournisseurs de services de la SIO avec 
l'accent mis sur le service a la clientele ». 
La SIO examinera et analysera la fagon 
dont les fournisseurs de services actuels 
assurent leur propre formation sur le service 
a la clientele. Les résultats de cet examen 
seront ensuite compares aux pratiques 
exemplaires de l'industrie. L’extrant sera un 
programme d orientation et de formation 
que les fournisseurs de service actuels et 
nouveaux devront suivre comme condition 
préalable pour faire des affaires avec la SIO 
a l'avenir. La date de mise en ceuvre cible 


de cette initiative est le début de l’exercice 
2008-2009. 


La Société a donne suite aux 
recommandations du vérificateur général. 








Recommandation du vérificateur 
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repondre aux besoins en locaux a moindre 
cout; j 
examen du regroupement et du partage des 
possibilités avec d’autres ministéres: 

la declaration périodique, par les ministéres a 
la Société, de leurs effectifs actuels et prévus 
et de leur utilisation des locaux existants afin 
d’éclairer l’évaluation de |’utilisation des 
locaux. 


de colocation et de partage. Le gouvernement a conclu recemment des 
ententes plus efficientes pour répondre a certains besoins en locaux, 
comme le palais de justice polyvalent de Durham qui regroupera sous 
un seul toit des services actuellement logés dans sept lieux différents. 
La SIO est également en train de regrouper 11 bureaux ministériels a 
Ottawa pour qu’ils partagent les locaux et les services — réduisant ainsi 
les besoins en locaux de 22 000 pieds carrés de méme que les coats de 
fonctionnement. 





La SIO collabore avec le ministére des Services gouvernementaux pour 
obtenir des rapports sur les effectifs des ministéres dans chaque lieu de 
travail afin de mieux évaluer |’utilisation efficiente des locaux. 

















Recommandation 4 La SIO souscrit a la recommandation. Comme il est noté dans la 
verification, la SIO a mis en ceuvre une stratégie efficace pour ramener 
de 151 a 10 avant décembre 2005 le nombre de baux échus pour les 

locaux loués a des tiers. Le succés remporté a cet egard a contribué au 
taux de satisfaction élevé des ministéres qui font appel aux services de 


location de la SIO. 





Pour que les baux négociés par la Société, 
pour les locaux occupés par le gouvernement 
et pour les locaux appartenant au 
gouvernement mais loués a d’autres, tiennent 
compte des meilleurs taux, la Société 

doit s’assurer: 

de réegler en temps opportun le reste des 
baux échus; 

d’obtenir du Ministére les directives stra- 
tégiques requises pour pouvoir négocier des 
loyers appropriés aux taux du marché dans la 
mesure du possible pour les locataires des 
immeubles gouvernementaux qui ne font pas 
partie de la fonction publique ontarienne. 








La Société poursuivra ses efforts pour éliminer du portefeuille de 
location les cas de baux de locaux encore occupes aprés terme. Au 

31 mars 2007, le nombre de baux « L » (baux de location de locaux 
appartenant a des tiers pour héberger des services gouvernementaux) 
pour des locaux encore occupés aprés terme a été ramené a quatre 
baux représentant une superficie totale de 13 000 pieds carrés, ce qui 
correspond a environ un dixiéme de 1 % du portefeuille de location total 
d'une superficie d’environ 9 millions de pieds carrés. Chacun des quatre 
baux est en voie d’achévement. 











Recommandation 5 








La SIO est heureuse de constater que le VGO a conclu que le 
processus d’acquisition et de gestion des services de gestion 
immobiliére et fonciére prévoyait des procedures et mesures de 
controle appropriées tout en respectant le principe d’économie. 
Comme le vérificateur |’a fait remarquer, la SIO surveille de prés le 
rendement des principaux fournisseurs de services. 





Pour que tous ses fournisseurs exercent 
leurs fonctions de gestion immobiliére et 
présentent leurs rapports de facon 
appropriée et uniforme et conformément a 
des normes élevées, la Société doit examiner 





Engagement a réaliser 
avec échéancier 


Un examen complet des baux « M » (baux 
de location de locaux excédentaires du 
gouvernement a des tiers) s’est achevé le 
31 décembre 2006. Il y a un certain nombre 
de baux de locaux encore occupés apres 
terme et dont le locataire est un organisme 
sans but lucratif qui paie actuellement un 
loyer inférieur au taux du marché ou loyer 
nominal. La SIO a certes pour mandat de 
negocier des loyers au taux du marché, 
mais il existe des circonstances spéciales 
ou des enjeux historiques dans certains 
dossiers. La SIO transmettra le rapport de 
cet examen au Ministére, accompagné de 
son analyse et de ses recommandations, 
d'ici la fin de l’exercice 2007-2008 pour 
'aider a élaborer une politique de location 
aux groupes Communautaires sans but 
lucratif, de fagon a obtenir des directives 
appropriées de la part du gouvernement. 





L'une des initiatives stratégiques de la SIO 
pour l’exercice 2007-2008 est le 

« renforcement des processus 
d’administration et de gestion des 

contrats ». La SIO examinera et analysera 
quels processus et quels outils de gestion 
des contrats sont actuellement en place. 












Recommandation du vérificateur 





Recommandation 2 


Pour que les montants a payer sur le produit 
des ventes de propriétés soient comptabilises 
et percus en bonne et due forme et que 
l’efficacité de ses procédures de vente fasse 
l'objet d’une surveillance continue, la Societe 
doit : 

établir des contréles pour s’assurer que les 
sommes pouvant étre pergues conformement 
aux conditions de vente des proprietes sont 
consignées et surveillées; 

déterminer les propriétés revendues a un prix 
substantiellement plus éleve peu de temps 
apres l’achat et determiner comment cette 
situation a pu se produire. 


La Société doit également envisager la pos- 
sibilité d’intégrer a ses conventions d’achat 
des garanties qui lui permettraient de 
partager tout bénéfice important tire de la 
vente subséquente des proprietes. 


Recommandation 3 


Pour aider le gouvernement a réduire 
davantage ses dépenses en locaux, la 
Société doit s’employer avec le ministere du 
Renouvellement de l’infrastructure publique 
et les ministéres et organismes clients a 
etablir des exigences pour : 

la planification des locaux a long terme afin 


d’explorer des options autres que la location, 
camme la canstriictian la lacatinn-achat 





Engagement a réaliser 
avec écheancier 





Engagement réalise 





La Société établit des plans de travail annuels accompagnes 
d’échéanciers pour tous les secteurs d’activité. La SIO assure la liaison 
avec le Ministére et les ministéres clients pour s’assurer que les 
initiatives gouvernementales sont prises en compte et appuyeées, au 
besoin, dans les plans de travail de la Societe. 





La Société a donné suite aux 
recommandations du vérificateur général. 


Nous sommes heureux d’apprendre que le VGO était satisfait des 
contréles sur les ventes et les acquisitions de biens. Les 
recommandations devraient aider a renforcer les contrdles en question. 





Le service de vérification interne de la SIO assure actuellement la 
surveillance de toutes les ventes de l’organisation au moyen d’un 
systéme de surveillance électronique qui repére pendant une période 

d’un an tout transfert de titre en rapport avec les proprietes vendues par 
la SIO. 





Les garanties des conventions d’achat, que le VGO nous a conseille 
d’envisager afin de prévenir la revente a un prix plus éleve, sont 

actuellement appliquées aux propriétés vendues aux municipalites et a 
d’autres entités gouvernementales. Toutefois, ces garanties auraient un 
impact important sur la valeur réalisable du bien que l’on vend a des 

tiers sur le marché libre, car elles limiteraient la rentabilite du bien pour 
Ceux-Ci. 





Lorsqu’il existe un potentiel considérable de valeur ajoutée dans 
l'avenir, d’autres moyens, comme l’ajout d’une clause de participation ou 
la participation 4 une coentreprise, seront analysés et appliqués, au 

besoin. 


La Société souscrit a la recommandation. Comme il est note dans la La Société a donné suite aux 

verification, la Société fait plus de planification a long terme qu’avant et | recommandations du vérificateur general. 
elle continuera de s'efforcer d’améliorer cette fonction en collaboration 

avec le Ministére et les ministéres locataires. 


Dans le cadre de sa planification a long terme et de ses conseils 
stratégiques aux ministéres clients, la SIO s’emploie, au moins 18 a 24 
mois avant l’expiration des baux, a prévoir et offrir différentes solutions 
de rechange a la location traditionnelle, qui conviennent davantage et 
assurent |’optimisation des ressources. 





Tableau récapitulatif de l'état d’avancement des engagements pris en reponse au 


Rapport du vérificateur général de |’Ontario 


Société immobiliéré de l'Ontario — Services de gestion des immobilisations et des locaux (section 3.10) 


| Recommandation du vérificateur 


Recommandation 1 


La Societe doit établir des calendriers pour la 
mise en ceuvre des modifications a apporter 
a ses activités afin d’appuyer les récentes 
initiatives gouvernementales visant a 
améliorer la gestion strategique des biens 
immobiliers, y compris les processus visant a 
évaluer et rationaliser les avoirs immobiliers, 
notamment en élaborant et en exécutant des 
plans pour l'utilisation et l’aliénation 
éventuelles de chaque propriété. 


Ministére du Renouvellement de l’infrastructure publique 


Engagement réalisé 


La SIO est heureuse de constater que, dans son examen des 
processus, le VGO reconnait bon nombre des problemes soulevés et 
des suggestions formulées par la Société au fil des ans pour améliorer 
le systeme de gestion des biens immobiliers. La SIO s’emploie avec le 
Ministére a appuyer les changements d’orientation et a apporter d’autres 
ameéliorations. Conformément a la recommandation du VGO, les plans 
d’activites et plans de travail contiennent des calendriers pour la mise en 
oeuvre des changements qui relevent de la responsabilité de la Société. 


Afin de bien gérer les biens et de faire des investissements appropriés 
dans ceux-ci, la Société a instauré un cadre de gestion des biens pour 
classer tous les avoirs immobiliers en biens essentiels et non essentiels. 
Le cadre énonce les objectifs, les rdles et les responsabilités des 
secteurs d’activite de la Société. Cette classification garantit que chaque 
bien est gére comme il se doit et que des fonds sont investis a long 
terme dans les biens essentiels. Elle établit egalement qu’aucun bien 
non essentiel n'est requis a des fins gouvernementales et qu’il peut étre 
vendu le moment venu. 


Un nouveau processus de décret a été mis au point au cours du dernier 
trimestre de 2005 pour faciliter la vente des biens non essentiels. Dans 
le passe, les décrets n’étaient pas accompagnés d’une date de 
temporisation. Le nouveau processus prévoit un décret de 15 mois qui 
est actualise chaque année par un nouveau plan de vente annuel (la 
duree supplementaire de 3 mois permet de possibles délais dans le 
processus de transaction). 


En ce qui concerne la difficulté de vendre des propriétés excédentaires 
ou sous-utilisees, l’ancien gouvernement a autorisé la SIO a vendre 
differentes propriétés pour atteindre les objectifs établis, a condition que 
la vente soit justifiée par une analyse de rentabilisation. Bon nombre 
des 330 proprietes dont il est question dans le rapport servent a la 
prestation des programmes gouvernementaux, et l’on a fini par 
determiner que les analyses de rentabilisation pour ces ventes 
potentielles étaient mal fondées. 





Engagement a réaliser 
‘avec échéancier 


La Société a donne suite aux 
recommandations du veérificateur général. 
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